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Reporting Requirements Under “Welfare and
Pension Plans Disclosure Act”
By MARGARET L. BAILEY, C. P. A.
Bailey and Wylie
Wheatridge, Colorado
Background (Why was this act passed?)
The phenomenal growth of profit-sharing
and pensions plans in the past 20 years
brought about the condition in which 80 to
90 million people are depending—in part, at
least—on the benefits which these plans will
provide. Instances of mismanagement or abuse
in administering the plans arose in some cases
and no effective legal remedies were available
to cope with the problem. Congress apparently
believed that complete disclosure of the de
tails of the plan would be the most effective
way to curb the abuses and promote good
management. The aim of the “Disclosure Act,”
therefore, is to protect the interests of bene
ficiaries by providing them with an opportunity
to secure complete knowledge of their plan.
With such knowledge the beneficiaries could
then take appropriate action in case of dis
honesty or mismanagement.

to “publish” these documents in three ways:
1. He files two copies of the description
of the plan, and two copies of each
annual report with the Secretary of
Labor.
2. He makes available a copy of the
latest annual report and plan description
for inspection by participants and bene
ficiaries at the principal office of the
plan. And, in addition,
3. He mails a copy of the latest annual
report and plan description to any
participant or beneficiary requesting it
in writing.
Administrator: Who is the administrator?
In some cases it is a little difficult to
determine. Suppose you have a plan set up
by an employer, contributions turned over to
a trustee, and a committee which is selected
by the employer and which is composed of
3 employees. This committee is charged with
keeping records, settling disputes, and de
ciding how the trustee should invest the
funds. The “administrator” here is the com
mittee. For the act says that the person
(or persons) with the final control or manage
ment of the money is the administrator. In
the situation given the committee—although it
never actually handles any money transactions
whatever—does direct the trustee as to in
vestments, determines when an employee is
eligible for benefits, and directs the trustee
as to manner in paying such benefits. In this
case the committee is, therefore, the party
responsible for publishing the required in
formation.

Requirements of the Act. Stated in simplified
terms, the act requires the administrator of
an employee benefit plan to publish a de
scription of the plan and an annual financial
report.

Coverage: The act does not apply to any
plan which covers less than 26 employees or
which is administered by a local, state or the
Federal government. It does apply to benefit
plans covering over 25 employees and which
are administered by other than governmental
units. The term “employee welfare benefit
plan” covers any program or plan established
for the purpose of providing medical, surgical,
or hospital benefits or provides benefits in
event of sickness, accident, disability, death
or unemployment. This covers a wide range
and obviously includes group insurance, group
hospitalization, retirement, and profit-sharing
plans. Not so obvious, but covered neverthe
less, are plans providing for sick pay, sever
ance pay or supplementary benefits. It would
seem that even the common practice of pro
viding for sick leave with pay for more than
25 employees would be included in this
definition of benefit plans.

Description of the Plan:
Let’s now turn our attention to the filing
of the information called for under the term
“description of the plan,” and this must be
filed within 90 days after the plan is estab
lished. The department of labor has developed
a form (form D-1) which simplifies the
procedure somewhat. Use of the form is not
mandatory, but the required information
must be furnished. This includes a certified
copy of the plan and the related official
documents. Since a person other than an
accountant or lawyer would find it difficult
to understand these complex and technical
documents, further information with respect

Publication Requirements:
As noted previously the administrator must
“publish” a description of the plan and an
annual financial report. He fulfills the duty
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list of investments and loans to employer or
employee organization.
If the funding is through insurance the re
port contains this same information regarding
funding, actuarial assumptions and employees
covered. And, except for benefits guaranteed
by the insurance company, it must show the
amount of current and past service liabilities
and amount of all reserves accumulated must
be shown.
This information required in the annual
report seems at first glance to be rather com
plex. Again the labor department has de
signed a form to ease the preparation of the
report. The form is D-2 and may be pro
cured from the Department of Labor, and
although use of this official form is not man
datory, careful use of the form should insure
that all of the information required by the
act is disclosed.

to the managers and the trustees, the records
maintained, and a summary of the plan is
required. It is necessary to list the names
and addresses, official position with the plan,
and relationship in the company of the
persons managing the plan; the name, title
and address of the trustees; the fiscal year
being used; and as to the plan itself—the
name, address, description, type of admin
istration, a schedule of benefits, the source
of financing, procedure for presenting claims,
remedies available for denied claims, and the
organization through which benefits are
provided. Of course, if any amendments or
modifications to the original plan are made,
this necessitates the publication of an addi
tional “description of the plan” if such data
is not included in the annual report.

Annual Reports:
The annual reports must be filed within 120
days after the end of the calendar or fiscal
year. These reports must be certified by an
independent accountant or sworn to by the
administrator. For all plans the report must
show: the amounts contributed by the em
ployer and employees, the benefits paid, the
employees covered, a summary of financial
transactions, and a detailed statement of
salaries or fees paid to anyone and for what
purpose.
If the plan is funded by insurance, addi
tional information is required regarding pre
miums paid and their rate, number of persons
covered, the claims paid, acquisition costs,
and details regarding the agents or brokers.
If the plan is unfunded the only informa
tion required is total benefits paid and
average number of covered employees for
the past five years—plus a statement that
the general assets of the employer are the
only assets from which claims may be paid
if this is applicable.
If the funds are invested, the report must
give a breakdown of the assets of the fund
showing both cost and present value, plus a
detailed list of investments and loans made
to the employer or employee organization.
Should the plan be funded through a trust
the report must contain additional informa
tion on the type and basis of funding,
actuarial assumptions used, amount of current
and past service liabilities, retired and non
retired employees covered, valuation of assets
broken down by types, and, again, a detailed
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$50 per share, or one with earnings of $10
per share and book value of $25 per share?
Is it important that the price of a stock is
below book value or, in an extreme case, below
liquidating value of cash and marketable se
curities? If the company is operating at a loss,
the cash and marketable securities may be
used to cover losses and the stockholder may
never have the opportunity to receive this
liquidating value.
After the investor has analyzed the security
from every possible standpoint and made the
investment, there should be a periodic review
to see if the security should be held or if some
other security shows more promise. The in
vestor, individual or corporate, must have
courage enough to take an occasional loss in
order to move from a bad situation to one
with a better profit potential. Never let a loss
stand in the way of moving to a better situa
tion. Eternal vigilance is one of the prices of
successful investment.
The foregoing is taken from a paper presented
at the Western Regional Conference of the Amer
ican Society of Women Accountants held in May,
1960 at Monterey, California.
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